
EX PARTE OR LATE FILED

.\r:ifi··:';JN. Anna-Maria Kovacs
, • t {~ .', >.;' ,A-

, 'First Vice President-Research
Janney Montgomery Scott

60 State Street
Boston MA 02109

Mr. Andrew Fishel
Managing Director
Federal Communications Commission
1919 M StreetNW, Room 852
Washington DC 20554

April 8, 1997

RECEIVED

'APR 1 11991
Federal Communications C(lmmi~sion

Office of secretary

EX PARTE:

Dear Mr. Fishel,

Access Charge Reform CC Docket 96-262}
Federal State Joint Board on Universal Service CC Docket 96-45

On February 26, 1997 a group of fmancial analysts, Frank Governali of Credit Suisse/First Boston, Richard
Klugman of Goldman Sachs, Peter Kennedy of Morgan Stanley, Charles Shelke of Smith Barney, and I,
met with Tom Boasberg, Robert Pepper, Greg Rosston, Jon Garcia, Elliot Maxwell, of the FCC staff and
FCC Chairman Reed Hundt to discuss recent presentations by telecommunications companies to Wall
Street analysts and investor expectations of upcoming regulatory decisions in the access charge reform and
universal service dockets listed above. I have enclosed copies of the publications that the analysts issued
subsequent to the meeting. In accordance with the Commission's rules, an original and two copies of this
notice are being filed.

Please let me know if you have any questions.

Sincerely yours,

o~'-Z-/No. of Copies rec'd~ _
ListABCDE
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oa tl\e PIJlQ .n feel tlW .....Wlity Us ftaWAlt ,.. mln\Ull dwpI wa\IJd b, hllpful mAT." 4M
ath..ace. u I., they CDuld ,... the • .". thtoua" aft, wa, it: wa... 1t wowd~. it th_ 10

low. '*'"'Ifti"Ut8 whkh YhelpNl to lUlh........,net p1aCl a flat chup aiItMll \IMr" WeallO
._ thllt PfINlt'. the ,PCt~ Ja",oCltIlMl.'lI tim t. likely to , ..ult in men prOtMt ffollli
cOnnm., thM ,"'malt UWo\I8h the I biU, ..~mM~~.,tNlk.lIHI. \AM of h'"1 cltltMCII.
Our IfGUP.- that rallif\l the SLC would b. 'Ulpopul... WitJ\Co,,~ but"'t itwould work .....
~th ClR\IIIJI*' d\-mll1vt1t

Th. grO'lP WILl .pUt Qft our .."....,_. of when 271antry would occur, With mott of UI ap«ti",
I"IIOIt of th8 ..try jft .... The SlUpporwt af IelIItacU weN cf..., tNt thell IUpport of thaN stoekl nIt..
mOtlt CII\ thelf bllt" d\.tllpi8cant competltton in the \ocIW mark.t wm ".velap 8lawly, I"ftuch ",ore
.Jowl, tha" the Bel),' _tr, Inm J01\f cU.ttanet t".,."".

WhAt weWi..,. the pce: taok AWRJIrem tM1'MMtn. wu , .... thar~ cu... the $tas blU_
r.s yIM w~IcI".cc.ptlcl Wml,by the..market,..that ch.lIDe wou14 hepod forlloth
IAaI _I"", d11tMCA ....... Inat nDt lor pUN CAP..

W. canttftu. ... aJ*:t tnitlal ace. CUllin tM '1-2 biUiaft '..., n" of wu"'" I""'. fuMt....
nil)' lMy wtIII focus moraaft eM e.nniMUIlS than mSU'aijftl_' W• ....-....ttOMl " ....ptiw
C\ltlOy.. th.ftll"II8Y...,..uN....1IWkltt..UW.cl.WDlee-I11Ih..~tI)'.We.plCt
a iIftAll ,....1USP. .

\ .

!!!.!._i5 ..~,. ,..... lil"" ., ..
- .._ ,. _ •••_ • ..- -.H IIlIIpN.~,... ,.,...., ......

4 ". __~,... II ....
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MOflllllg Meeting C()1l11l1Cllts

: r
Rye .......... Mal".., tftclUdift8",,.t, met y.lted-,...Itt"Mih c:MIrman Hundt. and At much

pM.lin"With~..." Thl"" of' th.",-tinR"lIwptWUl~""""Cllanto tn.pec·. clIn..u
thmklft. gout .ccaIII"rift and "U\IVII'-.J HntCI, ftftd .pKlttClllly eo.tour reaetio" tr.t the lei.. 1ft
0udnnaIt HuNt" .... .., NAaUC .. Mruary~.

bt ldI .,.. dudrmoU\ KYn4l,..... the priM" at "'~.4,... In_CDMICttOft CreW aM
tocu_ 01\ 101M of the.,.ac'...... that hid MIn,... intM.~Notk'a ofPropoa_lulllMktftl
(NNW, 12/26196), H..... that h. eDNW..t~1~"tIGI\11\0II& dtlirUl..""Il\ev.
the Mil wa, co .....,. thlt i. tel IftMIe new tntI'M.. to ....M&.Wft...... lid.. via r.....
\&I\~_U\_~.'H• ..."."..hillOIIUN.._1&ftt"..I..,;c.uul\\labe1iaftMt
ACIl*I tWerm•• b!t dotte.".li1MOU'" Wi. UJlivtrMI NMc. SfMdIlaUy M ••tId:

Whd. h."aM not bib..,. ill...,.......ANI ....~~.ill .adJ_ .. ft"* J~cdoMl

Utlpat. by •.cui.. the r.&1IIl UauwnalSlrVlGlJ\Ind (tJW)~ ......"VlftUlioNy. WI1Nli1VCt
tNt" UMly eo "eNlth" ItlrI,1IIIIIl'"UII'iM toNlMIpfuIlO_..-"'~11Chthat••
nat COfttrilKa..,.to tMPutuL-_helpful taad\.,.u~G'I'Itha~..lIrpftlt"br. from
.... PuM. H••n ae ... tOIMti_ tD~",..~j.."""",_til und.,ll'ftI
-ta. CGft¥WI.. a.. CCNltI ~lIy nco"••on • ,..ft\IINlIl.... to flat ratll. H•••_Itd thl
Nma PUC. flat 1Il.&Ul1 rate dw", tM the flat rim. He lUg'" that It mtakt b. iJrIpaud more
IJwcklycw to .........elII''' on MCOnCI ruici-dalliI\lI f1l 01\ Ift'll...".u".. thaft an aretrtlldential
lin-.

...........­ICIIII1IW _

TE&.I*IINMTRY .

.......,1.
", I ':., \ :

CB •

He"" f...~'Oft.,.. 01 trNllltt.Jn MOVtft,ICfIII\~ ra~ laokil\l QtIII, u4
tnclt.... dWuodJhtl'Mkl.... ta mow III llIUIIPt-1NHl~1I\DftntptdJ,cm~tlnttraMc.
w..tha~huacholc.abo1lt l\iIJoaIl cam. tNn M_)lr.._dlll-.w"--thI COftIUII\IF

i.llt tM IMf'l'Y ,of 1Dft\8Oft.1l........ HIalta Wlh:....hI iftilialllC&Wll rUa c:l&tlat the an"-ftI
_ ..IN-.I. thII\ III "'I~tII\ ...

LoUIe N*I," USP ....., lft. In~,...,.~ coatI1n t1dl
.urnd ,J..IteIt.v.. thl profItI JocaJ comflllU'lt' JMl(aIrorn, wa, ,puW~and JOft«-
tIiItInCII- lit AI off...... the ..~ frDft\ nu. ...~

He111M etllll With JIPfd to IWI til· tcmlcl ~.., (MctIen 27\ .try) that "110Gb
to the fop.~Oft ..-petltIoft in the that ..,.. ".feM...... l!IIft\pt*t ~,-.ch
..... 1" D"....,_..... tMpGftlftt the YD. dNat~ ca••."

The ' ahI\OetaU of wham CUMfttty IN~uoe.. otMr lJiCa rather
.... INljor 1 di.taMI pl.,...., w...... to COft\IM\t on levR ,..u.~)'!

on out.,..et..fot "" ft-.etal IMpit'Wit oflCClll alII~MUSIl fun4inIby DeCt: .-,.,.,~•
...... to .pIClu iN"" cut Df $\ -a WW_ ill'" Oft.. wnh iID'N""~.,....,~ >-r*, for a total of
.,MlliOft tn '''''' ND 01\. ,,, 1M I'O"P wauld chAn,- "'th,iP Gv.. ftn huttal CUI of $I billi"". AI leftS.....,,,..,._'.MIa dw _ • .,1-.

"..~_ - 1-.,. _ '/Ill
....- _ .._ _Ir 111' 1Ilt .
......__ I1 M tt .............._ ....
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-
Qa tM PDC: .n 'Iel thAt ",. ability ta ttaWAtt per m1nwa chIrpI wa\lld b, hllpful tD AT.T wi

olh. ac.u J8Itf NI they couJa p"11 the chvp thtqh aft,.., t. WIIftU. 11 would 1Mltl. it th... to
low. per1fti1\ua.,..which~ he1pN1 to hish-tNluer•• lnc:l plaa a flat charp of.-U \11III" Weal."If- thllt lMNl". the ,nc thl........... lo",odteuce lItU t. likely to rault in men prOtllt ffo",
~•• thIA puetna it throwP theloeaJ.IriU.....q mM)'~.... tUM Uttf_ wee 01 IOI\B dlltafte&

Our IfO\IP that ndllftlj the SLC wouJd b. ""'pClpul", tlIitheo1\ar- but felt It would wark benar
~th GQft d\emll1vt1o

Th. pOl,lp...pUt 01'1 our expactMlOl\l of wh8ft a71 entry "'01111:1 occur. Wi. mOlt of UI .,.am,
tMIt of II\-.tty jn·... The AIpPOrterI of Jel' JtocU~ cleAr tNt th_ tupport of thOH leockI nit..
mOllt 01\ thel1' lallttl ~It Ilplftant competitton in thl1CK'ftl mNklt wUl ~1YIIa, Ilowly. much mure
.lowl, tit." the 8elIJ' _tr, tnlD J01'\8 dutuet in..,."".

WhAt 'ftWave the JlCC took "way Item t1w1MIItn. wu"...,..Ihat.-.e\l" ..... .,.1 btU.
-I y" w~1411e.CClptidcUN'~ t1w ItackINI'Pt,_ that chePoe wouW bepael for Nth
SOQi -1OI\f CUIlaftcl ..... Inat nDt tor pUN CAl'..

W. ca'l\ttftlM eo .pact tnitlal ace. cute In tM '1-2 btUian '.... nit of \Ifti~18M. lYndA....
Thay mar WID focul mora aft d\I tlnNnaUft8 than mstna~"11ftd1 w........ttOMI prelCl'lptiVI
cull Oylt th. "atlllYlIaI ,.,.uN......markltt..' tM.- dewa lee-tnpta~y.We.,.
a.-I ,....1USP, .

i ,
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MOt~lllllg Meetitlg C()nlillcilts

: r
Pi" ....... analYfCl, u":1\1II1I\8 Ift,.t. mit~.,.lmetl",With CMtrmllft Hundt, _at much

RIM'"lin"with~ '.f. Th....ofIhlll'l-"R"_ &0ptWill ~1rIIt". l'lleaten to thePeC'.CunefttthmJdft, ."eNt ICC8IIIlWarm Md uNVII'W Mnic8, Mel .pedftClllJy to wt our Netto" to the icllM 1ft
0uI1nftMl HuMr• .,....,N"UUC.. MNary•.

1ft hit .,.. c:MinMft HUNlt~ the pri!la,'" Df ~;.4"ln.CDN\edQft 0rtW aM
facuRd Oft IQIM 01 the .,.ftc....... tNC hid belli rUMd tnthe.~ Noata 01 PropatadlulllNktftl
(NPIW, lZ/W96). H•••• thath.CDUW..i~'~pItltlon1ft00t1itlir1W...."'v.
the _I way CO ~. that .. til .... new tntrMllI to IMrie '1'CUIII1NnII' fMdjHM via r....
\Ift~_k\_ClDI\MCUt\.H• ...,ftnMd.... IOIIlmlDeltetun&...a.."ie-..uu1\\ltbe11.hMl
acaM ..-.m.\IIt ... dott.lllftul......., with UftlvtrMllIft'ICe, Sf*I'Ir:euy M .tettcl:

WJUJ. h."GII ftOI bIItevI irl...,....WIJIII and •••~~. it 'ada_ -.. aVUI JuriI.d'cdoMlUti".'" ,.ow", the '.1IIlUN~I"VlCI JYnd (tJW) -.; m....P¥II\UI oI\1y. w.nltlW
Nt" DUly tottaultlft.Ia1rI,1IMD1Id_UII'. toNWpfuI __....-.~techthlt••
net COftIri'-'a..ta thePaNI.-ftdtMlplul to aeh••'Ira~G'IIthatNetarpftlt..... from
tit- PuM. H••"..... te H c:ommtMlltD~,,~ ....'ft accanI.- "Uh uad.,l~ftI

• I

ClDlita, CClI\vetl.. kid COl" aarrell., NCO"•• on • per-mtft\&IIl mflat "'tel. He.uu.l8Cl the
Mm8 PBaC. flat lII"tUl. ra~ chafA' 'or the flat rita. H. lNQ thAt It mipt b. m,pGMII. more
l:JW••Ycwta ......wcl...C)nltamd ruld.tIa1 I",.. tilOftnwJ".". It".. than anflr.trllldtntial
lin-.

~-­ICJIII'I1III au.
TUr*lINDUITRY .

.', t -:io, " i:

HeMklll far~on .,... 01...11"_1ft Ma¥lftfICClIII\~ rar~ looAnI COItt. wi
bwUaa'" thattt1IIIPtmAkl.... tell1\OU11li' amark8t-bM1d .,...."'..ftptd!ycm artglnI"'" traffic.
w~tMCGU .....hMachoic..bourIUl1lta1__than ......:wMtMtl,.,...,wPralha~
i. at til. mercy ~f 1Oft\IIOft.1l.... chela lie alta indica. tUt lN1ial1ft8llr.CUb at the orIll-q
IN ..apt'"-.I" thD at til.~tIftI-

WeI .... flCC* wtI, the USP may M ...... at. In~.,...,." qf coati 1ft t1da
,tmuJ..1Out....., t\. Hitev profIllloaJ corftfll'JU.1Mbfro"'.Wi, , pubJWdftsAl\d. Ions-
~_..w. cauMI.... AI olf to ahe frDft\ d\i CIIf8~

H With rIpfCI to Bell til· tClftlcl ~..., CMctIen 271 .try) that h.loab
to loPaNOerd 11ft _petltIoft in th that ,.,.. 'yaf CM lIOft\p...~, e.d\
..... -.ntIIaan 1M' ........ ttRportllla ltM" the ¥a" eMt GI N

11te ' IIhnott aU 01 Whom CUI'I'IfIltl)' ....,...~.1OO__ olh.-l.BCa ratltlt
~ jor 10lIl Iii pl.,.."Waf ...... to COII\IMftt on.... pointa apaciftCIIJJ"

01'1 out_"'''''' for tNt (i.-eta! YMPiNctt ofeccett cu.~ ofIISP~by Dec:.: .-..,.,,,.
IMIN to .peel IU\ lfti...l cut DIIt-21MQi_ in,., one, Wl'" ~""ft.'. MV~ ,.,.. for a totIa1 of
., IM11fClft in • ywn, ND eme 'n tIM I"CNp -auld chAn'S- ",tt"LP 0""M tnt*, alt of $1 biUian.... loftS... the,,,,,, ••, dw sua_ e; I-.

_ ,.,.. - ..-..•••i-.,. 1llI
............................................Ir ,," ••ltlI............... I
......- _ tlM IIIlir 4........ I........._ ......

'J
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-
Oft tM PDe: -n feellhAl ",••bility ta ftaWatl pII' m1n\lta clwpl wa\IkI b, hllpful tD AT.r and

alit. DeCt u 18l1li" they crndcll"'l1 the OIU". tlvou8" Aft)' wa, it WIlftD. 11 wowd ..w. it them to
IQw. PC1NI'U~'"whieh.. he1pNlIG lUSh...um.4nd p1aclafIat~alltMIl WMf" Weal_
... thllt fNIN*I's the ,PC thlo\alh .... JDft,4itlMCllItU t. likely to ruult ift _en prOtllt ""11\
~.J" paset.na it~ th.laaal biU._~man)'~..., lUke Uttl. \aM 01 1o", d'I~'u:•.
Our lJfOVP.- that ""liftS th. SLC would b. \U\po))ulu tvitA C:OftJTW 'uat Wt it would work bel.
"Ytth ClmIWl*' them.lI..

Th.IIDl.lP W&I .pth on CNf ..,....... of whlll 171~ ",oulcl oc:cur. Wlet. mOtt of UI .,.e:ti"8
molt of tha.tryJ,. 'N. The supporw. af...I.aocu WIPe c1..... tNt lit., tupport 01 th...todcI ra'l"
mOlt Oft thell Mlllf ",.tllpl8mnt compealtlOn in th.1GCftl mark.t wtU deY., Ilgwly, ",uch ""OJ•
•Jowl, tlta" tlte 81111' _tr, Into JOftJ distanCl \1\....01\.

WhAt~TNU..,. the JllC:C took Away Item thIt1NMtn. wu ...... that aaIIII C"tI ift the S1.t blUt.r.'....,.,W~kI..lcapt. CIdml,,,, th.lta4nwU*,ud that chi PUC would-pod foruth
1-.1 "'coe ..... I., cIIltaftd ........"t not lor pure CAP..

W. canttftlM to _put tldUIIl ace. cue. an tN 11.1 WUiaft rMp, nit of Ufti~11M. "-I.....
Thll)' mA" will fONI mora em the tlnftinaU1\8 dum 0Tt8U'.~"11ncl, w•..,.....ttOMl pracrlptive
cub! OVIt th. ftat...,_ ,.artunlMl tN_kltt.,....A.wa lee-tnp..~tly.We.p.
allMll ,..1 tJSP. .

\ I

1III '.!...l ":~:''''''''''"",,,,,,,,w-'''''''''''''''' ••~_•••''••''.''''rI.''''''. _M_It jllII_ _ -'4 ..,....., ,.. .-..,.-.., ......
2 _ " ~ III1l11M1o ....

,
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On Ma, ...fCC mUll iISYO ill ordw CHt AcoIlG ChlU'p Jlefann IIhd Universal SIrI~ fundilil. The FCC
WJnIS tG UIp the Shalt's I"peclldans ift line whit reality, and [0 iuure k i'."IN of••~ • thus
meed"" ha~been con&iuQed wilb the SInleI. The fCC is Mllalll'" peop}c wl\KIlin" 10 40. bIal nthIr
revi~.... vIriOUl"", Our meedn. yulard&y providcct no basis &0 chin,. our curftnt vie.., on ICCa5

........ univerul ....ice refann: we continue CD belio"- L~ acceu "'orm wm trim anAUalLEC reveauea by
,S to S'7 biJUon (nee). by dID end fit. ~ to S year transition period. Universal Mrvlc:e fund would be $6 to SI
billion. ILelarmaSII:CiIII5 • win be c •• ar fiud __IiDe chU'1C. cDmbiMd with "IU& sensilive fee.

• Necti....J'CC....."'1rW~.,aa.w..n Handt. Ycsw.,.~ 26. -. aIan,_illt
'auf ather .....-." "* ""'" R:C senalX' affers and briefly wich Chaimuan ibid Hundt, 'nte k"oWlid
putpOIe ofme mlllini WililD 1M Np"lIIUon of WI,. Sa-! CO Ylrious poJic=)' options in 1M FCC
...... reprdin rcIarnI uni..ll1tVice. Tba FCC has ..... hold"" lMIc ...nap. ant1 '11m
hold GIllen. bI it is ""'lI.Ily conslcllrin. all ophDn$ in ill policy dlveIoprncnr. ucllO in.ua dw:
su.a .. _ in WI f..W81 il .... tou"- au..... Thil is. 5mi1It I'nD'lIe by ch& Pee. of GOune
assumln,. ...... p,1licly is ncx .'111 diaued ~y li~k prices. "'hlch of GCMIrIC if ill 110&. Iy May 8 die RX
is AICpliNd to come up with irl order an acceu dtar&c ralorm IIIICI uni.,.. ..,vice fundina.. lbc!llk l'
dluMinllnd the impldions profound fur Ihc ind~. ".. issue. pc ac die very hMft of U.s. relecom
poIic1 and will. two of thl"'IN dererminan15 ofwhdN:r or nO( carrtpltitiofl~funy eNAIi.._I
arena. (The odlcrl a~ tho"'~( nil and the limin. of R.IOC DII!.rY ilMO Ionsd~.)

• IIItMt Lays au,..,PriIId" In 1aCIon II» NARUC 0. r.b1a17 35. On Tuada)' Chcairmln
Huadt~..outline ofpolicy priorries and principle, la the National A.Paci.lian of......... UllliE)
Comrniuion. 1& i.t uieful ret ~onaider hll f'otna, __3ia it "'... tht. speech thai was che baokdrDp for our
dia;URion -ice. the FCC oftkials Oft Wed",_)'. filM, Hundl ~nron:ed the noUQf'I IUl*lCCl''' eharp. n.ed
to JCCdown 10 f'oIwMl Joaldft!..... Second, rhal rlwruo~ ofCOlI» hid 10 ba dane on • buis chI&.
encourapd~ and nl1ec1ld ehe-.omi~ inc:W'l'ence orcalf. Thus. he tuppGlted die joint Ballfd
~on 10 CD'''' .KiCUI Of) both I fi.ud "'d vanabll basi' - 1& filed manchIy per line daup
combined with aJa~.... element Third. h6 rec:onfinMd hili fOlIiC'O" dial die LEC5 should not be UiUred
of fully NC:O\l8lin, hilCoric=-;""5 reform 01i~.Foufth, .. .-onfinMd hill cornmiImenl
ID aUUliliaui imploJlMlnlllian of.-chAd KCm ;hatleJ (nol a dlAJOCIIin, flillih QUI).

• ~...1IIIan aI rewa......... rtf.... .,...u,.... Recently lhIn= hava been .,.,circuladn,
lhI& aoceu marm wiU.nd up"na /I ..~,,~t.. lnMldan for c~ LEeli. W. dermirely did nat laar
tbia yulerday. 11IeNca be several imetprctl&lianll ofwbal f4Venuc neunl nIIlldnSo By OCItcWI"ldan. if
IMIIIS........~ lhetnseIvu lie chanpd in such • w.y III (G nat cfhct \he '* ftI\I8IIUe c:oIleaed far
IIQII. Thul, baled on our diaculliian yescerd21. we cond"ue ro "'ieve drac*'*. cfMarpa wilt he Call,

prDdIIcin, a ftC( ....-.aion ia,..~ IG the LECII on~ annual baals of 5' to 51 billion b1 chc end afa ch_
ao five yell'tranltdoa period. We: c:sp:ct lhe 1997 c:uc, and subscrquav addidonaJ cuts let loW Sl' 'Q 52
billion. tddinl up to me laIIII $5 10 51 billion.
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, We view this llvel of...CUll 10 be dlalnllic. Ttl.. layCl' 01CUll is in line with ..

,. Drbed b, me LIC indlUUY mth8ir Ilmual price cap IdjustrMftll. Thil level ofcubi
cnainly haIck .,.... powch, but it in flO way com,rom.s Eheir abiJiI1ID fund cap1IaI invaamen&
_1IIIliNIlft • local.,.,...., which is • kay concem at reJUIIIaB and palidGiau.

".FCC i.I~ to c:hInlin.tM way lICClSS cIWJU _ eollecl*l. The apncy 1WII111 ED mUa.
I1DIihod 01col...mara renca;v. of'the y in whiCh~ lie incl4rrct! by tha: U:C.. Thus. it wanes co
F .way from co1Jectiqlhe KalIl charles , on • uaFlCMiliwc buLt. 1'bc FCC i. IUpponin. 'lhc
Joinllcwd'l ..,1NIIIIftdIIiop ra ... ICCISI dwp 'OllKUo" • combinIlion of. 'cad manchly per tine f~
Dnd • ~Iel ...... anl.li". cornpoMN. lUll II IKXCU chIrp.lDCIa,. are collKtDd didcd, from &he lan,
dfllUCe CIfriers. tIIaIe ,.wfy fon"'Il.... ICCI85 dNu'p will.n '- oanecteel dirwclly from tans d1IcIDcc
CII'rien. And, juIl u &oned~ carrion mab lheir own dccillionllOday on how (0 reeoWl' their accu.,
COlIS hi pr1cillJ (D end ........ they -ill do the ame in die 1U1WW. 1'hu».. if the ... line~ ends up beinl
$% ...mamh for IlIndInIrelc:phone U_5, (a ft8IOIIIbIe 11\1&1) lhIlon, dilltanea eatrictI ....DUJd be ab.. to
.... die cholm whedlu (0 ,... tbia ,. directly to c:oNIU..... Dr ED some how mIIlk it in t1-ir lonl diMaanee
rata.

• ........ '"A J'IDd PwUu ChaIIte-Wald Wilila U,.. SeMdva C,..a8'.&' 'fhochBnp in
die..KCCII chirps IN colloct&d has pct5wve and ncpi\lf! con....8IICCI tor bach UiCI and new emran....
For II.LiO. the positive illhIt it~m remove same 0(the OJ'PO'UI"icy for camJldrars to chen)' pick hiSh
CMllilUIUmII!lII, wllo pnerII. a lac -=ca. I'IYCnuel th_IftIonl diliClnce calli"•• The neprive iA lItar with a
SIMI_ ~c'" die I.EOi WOft'IIJUD'iii much ofaevenua pick-up wi&h "GIllmepo..... Fe.
CAPs w ~1cI"1\\'81-otlhc oppanuntlY for~ pan,alhc rope Jqc IS Reed
HUIIdt aid"""'; "we waM to ..,.,. CAPs inID CLECI" .(Competitive tAcII Eachan. CarrierI.) 1MOJIPO"I'. for CU:,c. ftMftIiftJ -Uminishcd by rlttt chInp. Simit.1)', for lone eli...QIricn..... 10

bec:ome CLlClIIri, ch..,e _auld 1101 be llipine.... fat Ionl dil&WO Cln'ien the lie)' i.- ii ctle _. 01 the
...rnanue caL nat 10 muctl itl disftibulion. However. if Ioftl distanci carricn hive 10pi' • hip ,.,..
line fa:, then ¥II'Y ..,.., end GUSIOmerJI become UQu*u"e. If.cunerll pre-subtcribod CIIIIOmlItI maka JiUle
ro no diIWa CIIls. dIU dw carrier will~ to .0, Chis CWilQftlCf'. since the NWnua mi.hr nat ."CIt
cover Iine_

· '. ,01'...... W. CGlMinue 10 bcljc~ &he ,rowth outloak far the RBOC¥ is 113. to 7" pwUI
~. 'rbi. it buod on .h. level of Kee•• cutli -':ribalabove. encry into ron.d~ in m. :wrcond haltof
1998."'" oompeIici~preI$UfU scani". in lhe ac=nd half of 1_'. With thia oudook. .. lhink the RBCO
haw.........althmsel_ reccncly. On die lonldiance ... dIln ;, no ...., call." Itl company
...... ThilII..~ fDr _ CLECs. Campui15lhll can DpII'IIe aua:eufuny " \hi currertt
envinlnmant. and II"IMiciDn....,.uUy to MI~ oper'II!Cn will be ";mar.

............ aa ·.Ip••• : we've .... ca fnnI .... H1aatIt· W...IM
_ ••• I ' ftX·.eurnat _a....,oI .....

1'JIO.c.y.lititM ..-nI we tIIHInt "'JIft"'IIIl' Illl ctHltpllNrlM.r,,1fIl t:fNIfIIMiliw""'''';_
",.,..".,.." _ """IfIII-,ly. U QPpoutI tfI!olt"wi", rlt. I),airedIC~ 1ffObJ..
JlI'rIIIIIII;'" sp«ifktll~.. IIIflwtltly GI"rrtMiw Wnur'flt:r,,~ jeu/llp",.,., ...~
~ or .,,,,,,,jadIilles-lltu,cllttnldin.1f« CIIrri" au /If.mIrY

Ow chtJie. tJ/~;., P'O-ClJ1ltp«ltiunWI" ofbelli,"""'llp1ci/i~~" is wlt1-•
.,U-.,c.,.."" .".,",..JIIII,.... ,lItIl'fWft"n"''W' ", 'itltlJ o/uw
.11I""'" tJJIIII,cr ".. Aer: 1Na,I", ",~.I., lffCIi,.,~~A IIIIt! In,.,,,.,,,eabalfr- ,..,.,
Jocililiu. E#cdiw"""In"''''' Q/aU dtr.. riwlvs Q "~",,,ry lfJ upldirtllM '1111111/MW •
"""I*'fW) _ ... 1octU.,r:J-r"" anti ,,",u.s HtlIfIutU.

Ow"I,;'-- iIa d!o,w., III". 'i,m" is .JSIIJIiuI .earau. ,'"s~0/ rll. drelw.,e jracu.,
IMW MrMrJ "9";. "'-d. In 'Ye", Jl·;",le U;SI;IJ, 81rWCC Ittrrl_ry ,/rlt ...,., ;1~,.
~..~..." - ''''lIiIIoric fIUHttI/JOIul.
.•.J ,Ida...OM',."., Is cl,tW: o~, Ii",. klwt!nn, "'4tfic: sflMiriv, ;",,,,uu• .c.:II',
~ -/o1't1tlfll'd~ CUM Gnd fQlNnllrint Ih. cost ~QW!11 stlClc ,.., pri-. ehtlrpd



047113/111 lttlJ lJ:U:> t'iU tHI 2.21 1jl1 JANNEY MONTGUMERY scorr
~~1~:11 lU:ucflUi-

O

0- IHo DI1j)iiJ~-GOiJERNALr

,

I4JOOa
No ~'tu. ':N.:1 P .f-'• t>/13

• uUU! ,J/ 14

w. bJ.M. dLalllllew Ihi_level of ICCeM cur. '0 be c:In.InIhc. ThiJ Jettel ofcues iI ill 1_ wich the
...cnue Nducaonl absaIbed by !be LEe indusuy in Choir InnUII price~ *ti.,ShMQla. 11111 level ofcuu

o~ hohts down ..... pallllh, bur It in f\O by~. their .'ily ra fund"'" in.....'
IIId nillllin die 1acaI.lWOrb. which i•• key cancem ar fClulaGrl ... poIi1icilftr.

n.FCC II con....1D chIqln••..,~ d1arpa..coUecwd. t1Tc tpnq _II.make ta.
method ofcoI_i_ men Nf1ecti". 0( \he way .. which miCIi are il1Wl'ftld by IhI LEes. 111",•• II Win" 10
pi IW'y fraIft ooIlKtinl ...KceII chlrJa purel1 on I USIP lenlilawebu~ The fCC Is Mlppartinc 1M
1_Bud', nICOmInIlndaIio to m¥e~ l:harp 'OJlecli... combination.a n•• manclll~,., line fee.
wad • unaUer ".....Milive CGmpondnl. JUIK .1CUI1i chalJCllOday ... caUected direc:u, Cram !h. lana
di.....CIft'iIrs. dIuI .."ly fannulAIId~ charps ~II scill be ClOIIeccGd 4irecd1 tiam Ion. diIcInec
carrien. And, juII. as ...dlSl'ala c:aniIn mau I.heir a_n dccilians today on how 10 ....wr lheir .....
COiIllIi in pricinl ta end UIeft, die,. will do the same In did fUlUre. 't'huJ. itehe PIr' fitee et.p ..-ch up beil'l'
52 per month for .1UIdard teIephDne Ii...., (a reuaftable level) the lon, dllmra carrien would be able 10

rNke.. dtoIc:e~ ro peolhi, fee dil*:tly CO~""'I Of10 lOme haw mask It in thldr lan, di~unee.....
• IMpIiadI_f16A"..Peru...a.rp C........ W.III. v,.. SeMiUwe~ The~Mn""

dw ."............. collected tw poaili"e and nepti_ can...... for bodl LECa and new cnlnQt.I.
:For the I..iCa, tho politi.,. i it will remove ...... of rhe oppanunity far campclkarJ co cherry pick hilh
end _CD who 1oI1a:e1ll ,...ues dlfOtIah .... dilillnCC ClllIi",. The ....iv. ta lb. Wilh a
smallw live 1: ,_,.I..IiO woq'l-UO, III much of........ plde...., with volume powth, For
CAP. the MW 1d1Ib...y Mne aflho appoftUnil~ fDrcben'y pekin,_ eM top. lid.....
Hundt.teI~: "'We ""1 lID tum c::APs InlO a..&0" (ComJledri~Loc.I E&chanSc: Ouricn.) "..
oppanurrilJ for a..ECs ""'ns undimilUJhdd by thi" CMnF. Slmibu11, fpr lonediiwv:e cmiors. eager 10
become a.EC. lJris cblnp 1IIQIklIIOl be IipiflClI'Il. For Ion. dilranc:e carriers lhe I&a~ '-- is the si. 0( the
KCeIi rnenue CUL nat .to rnucb III dhuibwiDn. HDWcvcr, if IonS dlaW1CC curierll have ro pay ahip per­
line fee. .. very low end Cllllarnctli bClcomc unattraaive. Ifa current pre-sublcribed CUllOmerJ mikes lillie
10 ltD laRa diltlnea "Is. d.- die c:arrterwtn WIllI tD drop this cllltOlMt". s'nce the~ might nat ."CIt
COVW tho pit liM ,..

• ~••,...S.... We continue CO beU.v. tM ,rawdt oudook for lhe Race. is .]~ ta 1'1lfDwcb
QII:. nil ia bued on th. '-vel of~ CUb; -.:ribed above, ancry inlO Ions dilillnCC In 1M second halfor
I MI. and ;ompaairiwc plCUUlIII slattil1l in lhe second !Nt"0' 1997. With mi. OUl1oalc. we lhink die RBOCs
ha". sac-..of"""""wu rec:eMly. On [he Ian. diatance _ida, there is no ".raup CAlI." lac campuay
_pecific. nil uIIaom. for the ClECI. COmpanies rhll can aparuelUCAlsfully in &he Qlnenr
c:nvn..moN. IIld IIM.Wan IUcliI.ssfuUy 10 full~_ operatan -ill be winners.

BxcerpIs ne a ·.s :we·,. q " ............ Welhinlr
,.-.- eM ad r the FCC'. cu a waridyol~

P e-.,.,'Iion IU w, WGIII ro pro",.'t. til' atlllptltit/",., tI""~r;,iw 1',.,../....
rRII,.""'fIdl~ 1IIIII1,....,.,.,1y. tU Ilp~ttIttl jQllmriJlltJu: U"irftIK~",.,tIIHI
I'fDIIIOJiII'lJI«lfktrlly MIl ""ctlMl,)r ./NrtUlI;vc/ W"""fI""'rf: tI•.,.""",.., II, "'- .."G6I,1ItQI,,,, IN'. ,u.,M/IIeU",-,.,.",,,, ltRt, dilltlft&c alrrWr 11- Mllmtrt

0",drtJie. of"ira, PrD-CrMIfMI/IWn iMIHtJ qfNiII, 1""'" s".~fIIcCfltIqMtlfGr Is wlt1 ..,.
III" ..,11 ..../ed."" kwl II,. s",po,fd"".",,,,..U drift tJ/rIttI _,ie ",IIa II/MWI ,
MINIIU UNkt tIN Act: hMjill' tl' __"~./e, IH1;'" .1"""1111, tllltt bt"n:tIIUI~ltt.jnHIcM.
,,(ari/iri.,. EJf«riN """ra","'" d/ till ,It," ri~ltrs II "ftUMtY '0~ tire ""'1 0.1MW
c.."."." ""(1 _1«1Jl udttIn" tllUI (fCcfts '''.'S.
Ow ~,,u.a ill ~'ffo'CiIrgIItUII rip" I, ."'IIHUI_tlUk1M~of. t:IHllk".-/tI&inJ
IIftII IItI4IftD u,IIi... IwtNItL III ."." it",t. "isl;"r sel'll;" ',rri,.", rite """"'" ;s ....""tIiM
",..~ .. "'" II/ntJric "",,,,,poIist.

.••/ rIIiM IItaI DIIP fflrr- is eI,tI'" DW' 'i"" Itrwttrlnt Utf6k s"",iriVtt i",.1'SIlIIW «CIII
dtIJ,p, HI~I~ Ct',r tlnd TUltuelllrin, ,IN t:tuI r«tw.'Y IIIdI.,prices d,.,.,.d
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",.we;, III wAtidl tWN.", illCflrrtd IIIUO. ""'"S'" WOfIkJ ,.",.,M II

-..-.,.""'. rIwr w 1IIotJIl_",~ rIUI mIIb iii _.IM«of'.
~' ......... WIMw..- .. lit. "",.,jb,. ",,,....tltJlW1I16'" £r MIIOI"lWb

_ • ..,., fI«aS pftca *"'ld N ,.,~ ......" .., II,IO""I'MIMI. new, .....,;M
ill*,*6" il ...."""".,. "", '-"" - _ Mw~pi t1w",.
rIti. twku.,/qf~uJ~.,...,.,,,., UW cnrntMI ,••~ ....
"......,. _ ..MIl ill Wah".",,,.. ....,,).l1lidllN" .".,. tJ(",., dinMa (1M,.,.
IIU",.."""U1lqlaj.

Til"''''' tillite,. ..,. ",.1IIfItq III ",lui", w, ""If",III ,.. 10 1M; rh. JDiM ..,~ ,...,,,., ....
IIrMM-.e --1JfII/Iic ....i1iw d"'I" ..jUJr "", .r,_ ."".,."... ,.e.., rIM
UCs. W..·,. edu., rlth Iltt jIIIIGIItI .qld"" ra'. eM". fir 'DC...
.._W, )Im..". ,,,4«* IatI\V ",,,cit ;"",.-MI.c~'''sslrDlMJ,. ,.114'""" wlJlJI W. cAll
DIq 0"., rIw~••/Dr 1M dttM,u lit till' .ceUI ,."", fJ'*" _1to1lll1Glw ..
s~".,..".". ill cIt~ rut fJ!,he mllK:riola NIl";" ", tlr '"JtI~1INIItJ", t:tAIIS..

,.,.iI it ....rIttIt PERC.,111 • .. ;",,.,,~lilt .UtlCCeUliMs.

hi"nru fl/NN"Nb, ..1M' ",isla ro /tu. tli/hf'MI",~J/dr tJI'i,iIuIIiAI_
ulMillluUJl-e-u dta"..,. TIw,. ,__ rfJ _ .,.",. I.""."''''''''''' 1CfIIIIMII,If """
ori~IICftU ,...,will ........~1If/ictt,.,.~.."""",rq, ttrU.1IN..Nr'IIIiaIIIin6
...a.

n.~111m -Jrlt. eIMJI," "1ft disaulin, ".,."*11'""..,iplbnt.,
ItIfWIId ,.,.,..,.e_,.., ro CD.II ;"",,"'.'~l~ wirla lite hUe 0/1IIItJi....., retbIc-..
t:rIIffhtI ,.,.. """ IW.
1.$ to/ImI" .cUI ~;....." it·l/fIiU"" crlriCGl to -' in IfIDIioft fI , __,.",..., in OIAItJ"''''' wUl~ lICe_ UJ!tJrwa,tl4IokiIII m:-IfMIk eOSf willflll tI~ dIU
".riML
...w ."" iltllMl 10 tiM,. JIW fllUtltul oJUC fftOtJt'f.Y rfItilrorlc COIn•••1• ... lieU"",
1IJtItMN" drill..,. sItII4 .IUI ,Ire iltfuifJ' inlO .. Iairforie "'" i,,rw ~iIIr ".. ,.".,...,.,...
",. LEe g IICCUSfII'iIy ..".,.,.." III " "".".,oj 111.11 aJIIIPltIe e."._ -!rM:ltWflrilll~
,1ICIa~ 1"", y c.1ftI11Ily CHIe ffJ/"", cmae_,. " ..... hi.. ..""1fIII/rI,,,,
"Ii"",'·, IAr me .IIriM til".: jim. rillin, ,Iw L£~ Cfllu/lu lice..-, wonIt 6iIliIJMj
ur:t1Nl. Ii'" J.EC~,.,111",""" fJIIbIWtinI tlpponrqain'u '#lUG ...".Ww-,,); twllltW
,lWltlUCt ,..~"ro ",,~r IGII(t tlisllllre,• ..,,,.,. ,.", elM 6-WIG,. m.ir NRIlItItetJ
IMtIlIISUI.

"*--._AIr., \hMt III_fJI aM_ tr 10 ""..., , - __ ..- 11__ ....
.............. ,.. M II ., ..
... • F " ...,.,.. " _.,.00Aille-CIf] .
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On Ma, 8..FCC mut iISIICI ill DI'der ora~ Chll1Jll Warm and UlIillCflal Service fundlnl. The PCC
WIllIS ba kMp che Sm."s 'KpecwiDns in line wi'" ...wiry, and (0 in:aure k i, ....,.o(.~• titus
I1WCCiIlP have heen conducted wi... ,he SII'Mr. The fCC ts nGllClIIn. people WhK II inrcndJ CQ do. blat Rdw
reviewiar .... vlrioua opIiaN. Our mqUlIJ )'aICrday provHHcl no bali' 10 Chill" our CU..,., view on KCaI

....univmal ..,.,ic:c: Nfonn: we continue to belie". L~ acceu ....orm W\U trim anAUal1.EC reveauea by
" to S7 billion (nef). by die end ota J ro S year tnanskion period. Universal Mf'\I'a fund wouJd be $6 to sa
billion. IWarmcd II:CIII5 • will be CQll'lPr1sod Dr tt.. per.line ,huge., CD_ned with ..... seftlitive fee.

• Nedi....rcc.......wIdIlrW.u., CIulkIMa KlIndt. Ycsw")'.~ 26, *WI. alanl ~ilit

faur other 1CIl-lidIn, "* -"h FCC sentar lUffers and bricfI) wich Chajrnuqa ...Huradt. The .voWlid
purpoM afiMlRMinl ..,.. to pup 1M eapccw.ion Df WI" Snet co various policy options in u.. FCC
............in....refann ..... uni-.lllltYice. Tho FCC hal ..... hoIdina mae Ih8Cliftp. ancl ..ill
bold adIen, to.....,. it iJ adlqullely conslcllrina all opJion... in it. po/icydGveIopmcnc. .. ro mll..... 1hc
su- .. _ ia We f..1eI u it. ,..... to _pect8d oulaOllld. Tbi' is a MniUt tnIM by 1M FCC. ofGOune

asaunIin p;alilly is noc be,.., dJeluet4 by liUJC:k prices· "'hie" of '*lrw if i5 110&. Iy May &me RX
il CD corne up wi... '" order..-.s c:barac reform IIIICI univenallatvice fundi.a. The tIIk i.c
dluMinl and the implications prgfound far chc induary. -n-. iSlue, pc ac d1e very hwr of U.S. releeom
pol~ and will. two of th& prime dererminan15 of whether or nDl eatnr*itiaP IUCCelWf"lly~.. local
-.(The othcn~ Cbei1t~ ""I. and the Liminl of"Ioe entry ilMG IOh' dianr:e.)

• 11a11d11.Qs Qui Palicy PriKiplel" .....aatloft to NARUC 0. '.bna17 25. On Tuaday thairmu
HutldtptaenIed lind outltne of polir:y priOltia and principle. lD the National A5J&X1llion of Repilled U~'il)

Commiaiort. II b u.ful fa cClllSider hl'polnlJ. bccau~ it \WII this speech thll was che backdrap for our
cli~ ~ch the FCC oflicilb Of' Weclne~I). Pint, Hundt reinfor=d the noUQI'I (haI.~" charps need
fD PIcIDMIlO fDJwn I_in! *'MIl. SeAnd, chill the reeo~1Y 01cotIIf hid 10 be done on • buis Ihlt
encaunpd campoliIion and nfkcwcl (be oconami5: incutrence or CClIf. Thus. he 1UppGI1~die joint BaBfd
rac:ommendItion 10 col.' KI:UI DIl both I fiald illeS malt" ba.'ii' - II "Jed mondt'y per line dwp
combined with aIa~UJIIC elemenl. Third, M IICOIIfirIntd hili fCNIitiot1 mar rha LEes should not be l15Ured
of fully recoverin. hiIIaric c-. ill ..-. reform 01j~.Fourlh. t. r.anft1!l1lll hill commiUnenr
ID a lrUIilioNI imptolMnWiCln of ;r:c~ I:lMtIeJ (n« I dl1l1calinc flillih cur).

• Ne..lilian 01~ ret ., Ittcendyl~ have &Den.-riea circuillin.
IhIIICCUS rwforrn will.nd .. belnl a ..re" YUlI·· lnn&idan for the LEe.. W. defmJlCly did nDllwar
lb" yasc"y. 1beN CM be levwal inmrpr=talians ofwbalr&venuc neue"" mcdnS. By aurcW1nlr'OII, ic
............. chiIrF' bmIe&-. ate chanpd in such • wa) IS ro not eflKl \he net ...... cot*-' far
~ nUl, baled on our dise""iaft yescerd~1. we conti"ue 10 bcfic~ char 1QJl:4P' cfMvpa "'ill be cuI,
praducin•• IIOl .......ion in,.~ 10 the LECII an~ annual baais of 5S 1051 billion b~ me end ofalb,.
to f1w )'UI'trlnlCdon period. \Ve:"pee( lhe 1997 cue, and subsequeRC lddirlonaJ cuts 10 IOIaJ SI' tQ S2
tMWon. tddinl up to the .... $5 ID 57 blll...-.
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, We bam ". rJsis.veI of...CWlIO be draJnltic:. Thill I."., ofCUll is in line with ...
~ _aaiaM ~ lhe1.IC indusuy in &heir annual price cap IdjustrMlf.l. nil Ie. ofcub;
ctnainly haWs down ....,.,.. ..-Itt, but II in no way CDmprOIIIIIDS r.heir abili&1 CD fund capkaI mvaPnenl.........IDeal...,.,...., whidl is ,kay COftCII'ft of repll&cn IIId poUUciIu.

".FCC iI~ to chlnli".U. way !lCC1IS chlrp5lUe col.... The apncy -..IS (D'" me
methad 01col_on mara nflcaive of the way in which 'OIII1tB inc..rrccl by the LEe.. 1\uI. it wanes ra
F lway fh,m con.eli... WIIXeSI chltlcl , on I UNF 1CItfi';wc baL.. '1"M fCC ;, JIIpportin, me
Joint Board'• .-o1ftlMlldlliafl ro makelGCCli co'iKUon • combinIlion af a "... manthl~per line fee.
aand .1~1er ...... 1H.i&j_ compDMfll. lUI'"~ dIIrga fDdo,. Ire colilldad '-'(1)' hm 1M Ian,
dt--=- CIrriers,..newt)' farmulaacd KAa5 dlatpa -ill .11 be ClOnecred dlndly fiarn lanadllClllCe
Qft'ien. And, juIlulonl d....carriIn maU lheir own decisions today on how 10 IIICOVW lbeir 8CIllk'

cam iR pr1cillllD end UIIIfIt the1 .iU do the ... in me fwun. 1'1Iu. if the .... fine c...... ..,. up.a
n ....11ICIIMh (Dr ItandInIlJlcphone U." 'I reasonable laval) iJIIIQ"' dilltanea caIrietJ wauld be lb. 10
maka 1M choice whIdIu 10 ,... tIaia f. direc:d)' 10~ or ro same how .... it in their 'Oftad~
rates.

• .......... tilA........UuChafIee-WMd Willi V,.SmItdwe 01_, •••1. 'lhochanp in
dw~ KCCII chirps ..collected has..Rive and nepdw. conllqUeIICCl5 for bach LEe. and new entlill1U.
Pol' tt.1..EO. the positive" thII it: ~n remove IQmI ofthe opparumilY far eanwerilDlS co c:hcrry pick hiSh
C8CI~ wIlD ""'aaloe ta:Cd l'I...uea th-Ihtonc diJtElnCe caUina. The ft8IIhve bihar wi". •
SIMI c LEO won'. 1IIja)' iii much of. tevenue pick...., wiIh YOIUfNI powdI. far
CAPs 1MMW .-ald nta, ....the oppanunilY far cIIIrr1 pain, _ d1C lOp. luI IS lied
HUIId&1IicI,....,; -we !D~ CAP! inIo CLEQ··,CCcNnpetiri..1.4caI Eachan. 0rritIL) Tha
oppana&n1I1 for Cl Eel~~miniJhcdby 1"11 chInp. Simihar1t. for lone diance cwricn...... '0
IBome CLIO llril ell... IWIUId ,.1 .. Idlftil1canc. Far Ion.di~ Clft'iaI tho MY iau. ia lhe liD of &he
...fIMIItWe caL nat 10 maacl\ itl disriNlion. However. if Ion. distance curicrs have 10 ply. hip ,.....
line r.. then vary low end QU.IfOIIII&n become unilttrw:U"e. If. CUrNnl pre-au.'"C&IIIOmarI makM lilde
ro no diIraIa c:IIls. diu..carrier will *11I\1 co drop chis CUlitOft'Cf. since the NWnIHt miafK not.von
COVW _ Iine fie.

· _pJr8M7. r.s-u. We cantiJlUll co be'ieve Ihe .,...,th QUI\ook for the R.ICO wa 3. ta ,,.1fQWIh
nuc. 1'hi. iI an _hIE le"cI of 1CiC&l1 c:ut~ deicribal above. ClIO')' Inl.O lon,~ in die-whaltaf
1998."" i.,.~ S&ItIin, in the -=nd half 011997. With lhia a..dook. "think the RlDO
ha of &he...._ recencly. On the lonl diance 11_, tMft iJi no -poup call.II Ita company
_plGtfk. Thilil aboI'- fer Ihc CLECs. CampMies lhll can operate MlCUufuny .. \M c:ummr
envifDnmant. ud .............lfull)' 10 f",11 wvice caperaIcn will be winncn.

......"-ftta. •• 'Spu-=': we've IIW , m. .... H..t· W.lhblk
__ I • 'ma 'e" IIi .... FCC.. eM".., on.", 01 ......

I'N~_••..,., W~ M/GIIt 10 ".,.." till ,,,,..tillM$.tUlCfIIIf".,iti* ",.,,,,,;,,,,,
....""".., _ "....,.,..", til QPpoutI tfJJolI"witll tit. U'IMlIC~ IfItJI8l MIl
PN"""u..I~"..UIIC-.lJ rJ,.""";'" bt!rtUf",cr"rw tleul-p""'''' ,.. tdWe
~ or• •1IaI14/t1d1illcS4latCfI """ tJi,t'fltt« CII"';" l/UM.mI"

Owchili" "'beill' ,,..ClJlllp«itiunWI. 0/lHiJI,"..." IfMci/it eHIpMbr,,, iI why ttl.
",,. 11III• • .t-Je,., ,."" ""l4II'I""-" ,NtI~H"U ria,.. rJ/IM _lie ';,#tD o/uw
c"'".,." WfIJIc,. Act: "";11' 11,"""'.1., l.u;nc "co",."A IIIII! Ut'.~""'''''1Ift/
j'oc;liIiu. 11--~"'MI IIIIIU rIIr. rlllus Q 1IU.6111ry ,D..dir" 'Ife '''''1 ojIIfIW •""¥M-.- .- Ioul ucJt.,. anti lI«t!SS m.fIu!Is.

0", w,;1Ma ill d/o,t1ItI ",••• rirltlJ is Issa_1 b~lJI. rites~ 0/rite dNJIk,.,.ftlcu.,
,..,., MUIIIII uq";r-1wotId. In .~''Y 6in,I, ""';11' SfrWcc ",rlwry ,/rtf ...* i¥~,.
", ...~ - ,''' ..,ric fIUHfIJPOIul•
... / tllW..OM''''''' is d'tlr. five, Ii".. ltawt!rinB rnUlfr; IltllolirivII iftl.",.." IMXtllI

~ Mfo1'lltUd~ COM tlnd fQlNellirint ,h, CDII I'fCDwry lilt. rINI, ,riaa t:htup4
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W• .bJ. 1M! -1iIJIlI view dUll levet of ICCGII cUll U1 be drunatic. ThiJ 1e"C' ofCUCI it in U... willi tht
"-CINe reduCliona absaIbed ." the LEe indusuy in their InnuaJ price _ teUulbnlnll. 'ibis level ofc:uu
~ holds down ..~ plllllh, bur II in f\O by CGmpR'lml•• their .'ily fO NncIaIfIdaI in"epwm
... IllliDtlin 1M 1GIcaI.1WaIb. which i•• key cancem or Iqlllaarllnd poJiI~'"

The FCC .. canwniaIIIt fa chIn.n•• V4y w:ccss charps ...cot..... The 1IPftC)' .... EO mae the
method ofcoIlec:ci........ Nf1ecti". 0(Lhe way III which 'D5C& arc iM18'l'Cld by the LlC5. n..., Il Win" to
pla.a, fnIIft oaIlKIinl UIe Kt:eII eharIa pwely on I usap~Ei.. bali&. Tbc Pee is IIIppartinc!heJ_ 8oMd', NICOfIlInIndaIi to m¥e ICCIUl.' ~harp collec:lion • combinadan iii, nx. mandlly ,.,line fee.
IlId a tmaUer " lChIilivc CGnlpGfttml. 111....~5 dutrps"y... coUec:ted direclly fram ch. lonl
dillMCe""" ""'y fannul.-t~ cftarJa will scill be GOIIeoutd 4incdy &am Ion. diltlncc
CII'riefJ. AncI, j.- u IOfII 41...carriIn mau Lheir D.-n dclCiIiiDns today on bow 10 recowrlheir .....
CO$CI in priein, tD end um. die)' will do lhe~ in m. ruCUrt. Thul. if eM..I.ct.p ",cis up bei".
52 per.... for taJephAne liMi I (I reuortilble level) the Ionl dlllalD CIII'IerJ would be able IQ

mike .. c:hk:e ret pili mi. fee dir8Cfly to conAl""" or 10 £ome how mask It in th8fr Ian, di~1I.nce
nlA

• ... III••.,A".. PIr u..a.rp Cambillecl Will. Vap"liw,c.........r. The ~hIn.. "
the 'I'fl/1lI:CIIIIchupI ... collected hal; poAili"e and nqative cGnIlCfUl'DS for bocb LEC$ IIId new crtuuatl.
:For tho J.CCa. tM poIitiva ill .. It will remove .... ordie opponunilY for compctkarJ co ..." pick hi.h
end~ who ........ lor -=11I N""'ueI mrollah Ion, diaillnCO calli",. ". ....ive lith. Willi a
&mal live ~bIqe .•.1.&0 woq'l..ua11l1 much ofa .......u. piek..., with vol...,. powlh. For
CAPs die new rqiJM -auld y...of\hC opponunil, torcheny pickinS. rha lOp. But. a.d
Hundt Mid ,esaeniat: '"we EtiD bam CAPs lmo a..ECa1

' (Comp:lidve t.oeaI Eac:'*'SC: CIrr\crw.) Tha
opponunicy for a Ees ns undiminiJtwd by d'lIA chlulac. Similllrt)', for lonedi,Wlal QIrIiors. capr 10
become a.ECllhis cblnac WQUJd .helipifIC'Ml. For Ion. dimnce &:It'riati the ke1 tlJlU8ls the _ 0( 1M
ICCeII ...... cur. nat • much ill dhuibwiDn. However. if Iona dl.fUlCC carrieni ha\'e ro pay shlp per­
Une fee.1IIen very low end CIlllamaJ bacornc unattraaive. If. current tn-subicribad cu....... makes IIUM
to lID lana diItIIra CIIIs. that rha Cllrier will WIRE to drop mill cllllOmCt', since the revenutt mipr nat evCII
cover the..U r-.

• ...,..,. S.... We continue CO beliov. 1M ,rowdt Ototdook for ahe Uoc. ;S • 35 to1. fFD'Mb
nac. '!'hit is bued on th. ~vel Df KiOMS CIabi dacribed above. 1!ftC'Y inlO lORa diancc tft Ibe second halt of
-9M. and ;ompo&iriwe ptt:...".. alaRin, in aM second h.laJf of 1997. Wifh lIti, ourlook. we lhink rile DOCs
ha". ........of &heaNeivu .-:eM1)'. On (he lon, diance .ide, there II no "aracap c:aI11." III campoy
_pecific. Thi. ia aIIo rrw for the Q.ECI. Companies dlar ell" opIIIre ,wg;aasfully in ..... currenr
c:nvirwmonr.lIHf .,.••ilian .......U~ 10 full MC"ict operatan -ill be wiMCfl.

1lIarpIs ,.. CIa •• 5 : we' trwa Ileal HtaMlc·............. w.....
.... CUI lhe KC". cu posi a warictr",.~

ho-c:..,..iriolt IV w&' MIGIII' TO prom.,~ oil e:tUIIptIIitiors tiMt:fJIIJI,.,illN J",,.,-.i,,.
&'HfI~"""'~ .'_I,6INIIIly, tIIllPpomI,,,/OlItJtIiIII ,. 1J"irftIK~",.,.
PDIftOIiqlJl«ifknlb Mtl IIIICwnI,y tdremtlr;w illjnul"''''''~ tl,~ ", • e:tM.
1Itft!,,,, or. su.,M~,.."",,'" -6di.r",," ",,,",r II- Iit.mtry

0",.dIoi" ofki", I't'D-CDtfI(MIlIUJn WlltItl qfNinll pro..,., s~cfffcClJrrqMtitrlr 1$ wlt1 .....
",*...,. tIIrIlfed-",,' kW'.N SlIpflOlH to '''''''IIIft.U dalW 0/-.,k rilIID ",•• ,
.,.".,.", ",.., ,..., ACI: hjiJl, fit~_'•• I'tlll", """"11", a" btremMllCCf'lq/frRtc MW
ftlciliri... E,6«:riN eft/rIrn",.,., ,.,till rJrr. riRlus II "ftUIII'Y '0~".die 1lIl'1 Gf~t:""""'" WD rh.l«tal udrdn,t .MIIC'CUS ,..n.ts.
Ow tf'lit.llft i,. .'CiIIg~ ri81rJ111 "sllifttll IHctfUk1M~of••,k,.,./Ku.,
...,., ...-au U ,IIi... __d. III .1I'fY filll" "is'in! service "mrlH'1 ,It._,,-, is tJo.UtafIiJ
" "". CfJIII~• ",. IlUrnric IIInMpoIul.

..•/ rIIiM IItIII OM' ftlrpr is eI••,.· DW' ,im, u.w.rln,~ sfilUiriw i,.,.,..". ,,",'I

.,..' ../orttNrdI~ Cd" tlnd rurl'Uelllnllll ,IN ctnI r«:1W'~IfIdt rIw,pmsell"""
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..WII1U1 WI1tidJ etIIII.,. ;lUNtTfd ",UOO 1IttIt"S"'" WOfIItJ ,.,.,.. M•

...-.~..,_ rAw ....~_",.... rids mIIb;1&*.JCft"fIj,.
, ......... WMfw_wMl tit. ""Jbr."",*""'~II.',p:.11""""'"

...,,'IIiJiH,~ prien IItMIItJ IN Jel .,1'".........,,.WIIUM"" 'At IN, ....,tiM

.. '-6 f'Il/oM I, ...DIII''''''', - ,.., - MIl Mw}iul-w,., ",.,..

1Iti, ;,.."..~10/an"}"""""'''''"""_uw cnh'MII ,.....
,......"..,......".,.hlltlaIt"",.,,,,. .....n).Nl d.",,, ".,.,.,,,,,,, tIiaua (1M....

"iI"'"~ 1qIa).
T. ,.,,,,., wile,. ..,.,•• 1IIIJIq ra w"-,,, MIl 1ItI0II14 • 10~ rlw J"w S-N,."., ..,.
I#IMIJtlIlDN ItIIU JJWjJic ..,lIiw dttI'Bn ..JIM ,..,..r,.,"",.., ... IXO It, ,..
UCs. W,·,. aaIIUaI lItu ''''fl-IGIItI fIq";"'" nit. eM,.,'.' 'DlC...
...W, lIill ..". Itl tluiIM how ",,,e" ;"".-MUlticJt.'p.r shDMltl be rMlI4wJ e:t4.,W. cAll
"., 0,.., rill~'WI." for 1M dwMt,., III 011' .ce'll.""••'/ tIIwlltG-ltIIw_
flllM.,.,.... ill dI~ rut""'" mlMcriDII ,.".nriJlrI ~I tQftll'Wlld IIIIIlUJq~

,.,.iI it MW" rIttrt'Bile.,,,, ...... im,...J CNI .U tI«eU tiM,.

...."., ",NW leN&, .. ""'1 ""isla to "".,. .,..,., ."..u.s/Gro,;,iIwIriAa IINl
le~ .C"II ."..,. TIw" ,ftllU '0 be 6roet1 fXM,Iellllll ."""..ICtJIttIIJII'1I ".,ori""" tIUtU ,..,wUI ....~••Nllflic-ftIIj...,. ,.rUlIl'U'1RW tltIIII""""inI
tJ«UI•

.". t:tllfllliull1Im0/'''' dM"'Q "1ft rlist:uJ,in, ... fDtIa1II.,."I/~".,
"""'" ..,.elwrp, ,. r:tUt i""""'.'t:/~.willa",. _lit 0/IItItIiIifntlH retJuclintu
~ ,.,..
As ro"." C'U.I """itMI, il·wiU "., t"rimS to.-r in maUM fI pnidiCfWl,', f'rtlCtllI in tMd'(I'" tIt8I will retJMu IICCUI UI/0,."",,,/ lrIOkinI ft'ttII'ItNJIk t:fJS1 wi'hllt II~ II",.
,.riML
..... fits" lllltllll fG .dtlrnz rlw f __tiM ofLI.C fmJwry tI/hisrtJl'Ic COIn...I. IIOIIHU~

~" ",.,..,.sIwI.p,,,. iNiui", ;nItI.Iti.r,.,;~ fOIl i,sw )IIiJJr ",. """..,.. dtM
.. lACv,..~ gtIIII'MINtf ", " IIfIII'.' tI/ 'M"". GJIffIIle,. ein__ rf1'WI:tIWNc8~
sMdt~ 1""6 if c.".11Ily Me II!"", CtJIIC."" ""'1. bMI_ ..""MJI/D".,
"ri~iql". Ur III. lIN,""", rIIm: fim. rill;"r ,IN L£C_ CfUuIiu lir:MNJ wonlt 6lIIitRtJ..
Ut:t1WI. ,i",LEe! )MllDtil PII," pubI;"hiIJr tI,.."."uriu ,."" ...,.".l1li""",,); aNJ.1tW
,iW1i8 £SO .. """"""";11 ro .,.,~, laIIfl ,lisIlJ,te., ~".N ,~, ~ lew",,. melr ~,,,1MaI
"'IISSII.

-. /-'.6/13

"*-'Q~II_til ...,.\hMr _ 01 tr III 11ft 10..",.",
.................-_...". 11_ ...................._ ,....M .." " TNI .........,., ., " .
• 1_GlAII'-'e.t mE.. .
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On Ma)' 8 ... FCC mIPl iJIUCI ill order OIl Acced Chl1lp Reform and U..jvCflal SII'Itcc fundln•• The fCC
WJnU tG YIp dleS~·s '''pICIIliDns ia line wi'" rWicy. and 10 ilUUre k i. aMIIl of.~ ·lhus
I11DCIiftp have heen conducted wilh me SlrMr. The fCC is nGllelllns poopl.: wttalll iranU UI cIo. bIa& nlMr
rcyjewial .... vlrioul.-a. Our muOn. yurarday provided no basii Co Ghlnp our curtenc view Oft ICCaI

......&Jni~'" lII'I'icc reform: we continue CD betiollW lhll acceu "'orm wm trim 1ft..... LEC revenues by
55 to S'7 billion (_). by dID end of. :l1G S year transition period. U";versal Mrva fuftd would be $6 to SI
billion. RIramu:d II:ClIIi -ill be c ,. offiud __line chvlC. CDmbinal wilh UI&B senaiIi"c fee.

• Mri....rcc........ til'WwiIil.,a..a-.. NIl.... Yale.""",nuuy 26t .. alan, ""im
'auf adIIII' ......-n, met -'lit Pee senior IUffers and briefly wich Chairman .... HllDdt. The ,,"o'Mld
....,.. ofdle mMlinl Will ID pup 1M ul*lIlion of Wllr Snet fO various palieyapdans ill dw FCC
....... NPdiftl a:ess ref'anIllhd uni"*l.rvice. T1Ia POe his been hoIdinllMe ftIlI&liftp. and *il1
bold GIhen. to ..... it is adlqulllly conslcllrin. all opIion.li in ill! polic)' developmcnr. lind 10 in...... die
su- ~ _ in Wi ,..Wu it ,.... to _pecIIId oulDOllla. Thi, is a smart maw by Iba Pee. ofGOune
assumin PQliIly is noc belnl diaaccd t»y lilaC:k prices. "'hlch of 1*118 if ill not. Jy May &dM: FCC
i, '*fIinId fa up willi irl order. ICCeII5 .... reform IIId uniwsalarvN:e fundin._ The !Uk i.e
dlulldn. and tha impUclllions ""'DUnd (or elM: indlUlrY. "... issue. pc al die very hem of U.S. relecom
pol~ and wit1 be two of th& pnme dererminanrJ of whcmcr or nOl compctiliol'~full1 eIUIS..~l
-. ("J1Ie others _ die in......-cl ndOli and the dmift. of RIOC J:lI)lry inID JOIII dilrlnee.'

• a.kLays Old..,PriIIdplls In ......... to NARUC OIl ,.bnmy 25. On TWlIday Chairmu
Hundt~n outline ofpolicy priorties and principle. la the l'Iatianll APociltjon of ReCUlllcd U~'il)

COmmiaion. II iI ...fu' Ie cClftlider hi, poena. t.cauJia ic _u this speech thll was die backdmp (or our
di~ -w. thcFCC oft\c:iab Oft Wednelldl~, FlDI, Hundt ~infOlUd the notion dUd accqll eha..... n.ed
10pt cIcnltn 10 fDIw.... lookine '-IS. Second, Ihu rha rec:OltCry tJICOG hid 10 be done on • talis chal
encaunpd~ and nncclld 'he oconorni5: incu...nce orcon. Thus, fie IUppOI1Cf1lhe joint Board
r~ 10 callel:r D:UI on both I fiaed IIId variable ba.,i, - II Ii.cd monchI1 per line dwp
combined wich a IAer usap element. Third. hi IICOIIfUlnld hili fOIIitioJ1thll me LEes should not be Inured
of fully rccoverinl hilearic: eoMI itt .-. reform Ofi~.Founh, ..NCOIIfirm-d hilt commiUnenl
CD a lI'IBIiliaNI imptommwion afreduced KCeu chltp, (ncx I di~OI:Mincn_ CUE).

• Ne...... ", rewa....,..., retena., Recently (lin have a.cn .tIDrieI circuJarin,
chI& ICCII5 Nform win end .. belnl a ..rc" &IIrII·· lnn&idon for the LEe.. W. definlraly did nol haar
tbi,18I'C'*Y. 11Iere c.'I be sewnl imarprctatians ofwhal1'llvenuc neue"" 1RCdn5. By CMlrcW1nhlan. ie
................~ 1ttetnseI... ate chanpd in such • w.y U 10 not cfhd \he OM ",V8llUe col*-' far
..... ThUl, baled on our dilCUliian yesterd:l1. we c:onti"ue (0 believe chilE MaO~1 etwpa will be cua.
praduein, a nor ..-..a. ia ,..., Ia the LEe/! OIl~ Innual bIIis of 55 tD 51 billion by die end ofa Ib,.
ID five yew II'InIldon period. We "peel 1M 1997 euc, and subsequav Iddirlonal cuts 10 IOIa1 Sl' IQ S2
billion. IlNinl up CO _ teaII U IG 51 bUJi••


